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Soviet-Bloc Loans
Split the Cabinet

" By CLYDE H. FARNSWORTH

Special to The New York Times

WASHINGTON, Dec. 2 — Presi-
dent Reagan’s Cabinet is divided over
a legislative proposal that would
make it easier for the President to

commercial bank lending to
Soviet-bloc countries.

The Cabinet-level Economic Policy
Council is scheduled to meet Tuesday
with the President to try to resolve
the dispute, Administration officials
said today.

What has caused the issue to flare
anew is both a surge in such I
and a bipartisan Senate initiative to
control it. The Administration has
promised that it would have its posi-
tion on the bill ready to present at a

Senate Banking Commitee hearing
Wednesda;

y.

The conflict has sharpened less
than a week before Secretary of Com-
merce Malcolm Baldrige leads a
large delegation of American busi-
ness executives to Moscow for a
meeting of the U.S.-U.S.S.R. Trade
and Economic Council Dec. 9to 11.
Largest Delegation in Memory

The delegation numbers 300, the
largest in recent memory. Officials
believe that the November meeting
between President Reagan and Mi.
khail S. Gorbachev, the Soviet party
leader, contributed to business com.
munity interest in the Moscow trip.

Mr. Baldrige, who is leaving Satur-
day for his second trip to Moscow in
less than a year, will hold discussions
with the new Soviet Foreign Trade
Minister, Boris Aristov.

The bill, which was introduced last
February by Jake Garn, Republican
of Utah, chairman of the Senate
Banking Committee, and William
Proxmire, Democrat of Wisconsin,
the ranking minority member, would
amend the Export Administration
Act to give the President discretion-
ary authority to “monitor and con-
gol" East-bloc financial transac-

ons.

The President may now curb ex-
ports of goods and services under that
legislation, but to block financial
flows, as he did during the 1979-80
crisis with Iran, he must invoke the
more sweeping International Emer.
gency Economic Powers Act.

Flexible Approach Advocated

Advocates say a more flexible ap-
proach is necessary because of a con-
tinuing need to monitor, if not regu-
late, ial flows to potential ad-
versaries, including countries that
support international terrorism.

tion officials said this
position had been taken energetically
by Defense ‘Secretary Caspar W.

Weinberger; Robert C. McFarlane,
the national security adviser; Wijl-
liam J. Casey, Director of Central In-
telligence, and” Attorney General
Edwin Meese 3d.

Those opposed to the expanded au-
thority counter that it would cause
relations to deteriorate with Moscow
after the gains of the recent meeting
and hurt not only international finan-
cial flows but trade as well.

Taking this position are Secretary
of State George P. Shultz, Treasury

James A. Baker 3d, Mr.
Baldrige, and Donald T. Regan,
Presidential chief of statf. Mr. Baker
is the chairman of the Cabinet council
that takes up the issue Tuesday.

So far this year, American banks
have led international syndicates that
have raised $1.1 billion for East Ger-
many and $200 million for the Soviet
Union. Last week, it was reported
that four American banks were lead-
ing a syndicate organizing $400 mil-
lion of additional funds for the Rus-
sians to buy American and Canadian
grain. The American banks that have
been most active in such lending are
the First National Bank of Chicago
and Citibank.
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